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APPOINTIVE   AND   ADMINISTRATIVE   OFFICIALS 

MONTANA  VETERANS'    HOME 
M.    Patrick   Estenson  Superintendent 

James   C.    Moriarty  Administrative  Officer 

Jacqueline  Armstrong  Accounting   Technician 

DEPARTMENT   OF    INSTITUTIONS 

Carroll   South  Director 

James   L.    Haubein  Administrator 

Management  Services   Division 

Peter  S.    Blouke  Administrator 

Mental    Health   and    Residential 
Services   Division 


SUMMARY   OF    RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report  we  include 
a  listing  of  all  recommendations  together  with  a  notation  as  to 
whether  the  agency  concurs  or  does  not  concur  with  each  recommen- 
dation. This  listing  serves  as  a  means  of  summarizing  the  recom- 
mendations contained  in  the  report  and  the  audited  agency's  reply 
thereto  and  also  as  a  ready  reference  to  the  supporting  comments. 
The  full  reply  of  the  Department  of  Institutions  is  included  in  the 
back  of  this   report. 


1A     Improve  Supervision  of  the  MVH   through 
periodic  facility   reviews  and   needs  assess- 
ments. 

Agency   Reply:      Concur.      See  page  31. 

IB     Develop  a   routine  maintenance  schedule 
for  state  institutions'   buildings. 

Agency   Reply:      Concur.      See  page  31. 

2A     Eliminate  fire  hazards   by  cleaning  out 
trash   stored   in   various   buildings 

Agency    Reply:      Concur.      See   page  31. 

2B     Clean   up  the  dump   site   near  the  home's 
campus. 

Agency   Reply:      Concur.      See   page  31. 

2C     Assess  the  damage  to  the   superintendent's 
residence  and   consult  with   the   Department 
of  Administration,    Architecture  and    Engi- 
neering   Division,    as   to   proper   remedial 
action . 

Agency   Reply:      Concur.      See  page  32. 

3        Correct  life  Safety   Code   Deficiencies. 

Agency   Reply:      Concur.      See   page   32. 

4A     Prepare  a  written   admissions   policy  outlin- 
ing  procedures  to  be  followed   to  minimize 
time  delays   in   admissions  and   possible 
discrimination  against  potential   members. 

Agency   Reply:      Concur.      See  page  32. 
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SUMMARY    OF    RECOMMENDATIONS    (Continued; 


Page 


4B     Only  admit  patients  for  whom  adequate  care 

can   reasonably   be  provided.  8 

Agency    Reply:      Concur.      See   page   33. 

5A     Separate  the   reconciliation  of  members' 
accounts  from  the  person   responsible  for 
control   over  these  accounts.  9 

Agency    Reply:      Concur.      See  page  33. 

5B     Require   all   members   to   sign   for   all   deposits 

and   withdrawals  from  their  accounts.  9 

Agency    Reply:      Concur.      See  page  33. 

5C     Periodically  confirm   balances   in   members' 

accounts  with   members  or  guardians.  9 

Agency   Reply:      Concur.      See   page  33. 

5D     Properly  deposit  members'   checks   immedi- 
ately  upon    receipt.  9 

Agency   Reply:      Concur.      See  page  33. 

6A    Turn   all   unclaimed   personal    property  belong- 
ing to  past  members  over  to  the  proper 
public  official   for  disposition.  10 

Agency    Reply:      Concur.      See  page  34. 

6B     Enforce  the  policy   requiring   members  at 
date  of  admission   to  designate  disposition 
of  personal    property.  10 

Agency    Reply:      Concur.      See   page  34. 

6C     Turn   all    surplus   state   property  over  to 

the   Department  of  Administration.  10 

Agency    Reply:      Concur.      See  page  34. 

7A     Implement   an   adequate   property   management 

system.  10 

Agency    Reply:      Concur.      See   page   34. 

7B     Tag   items   to  facilitate  inventory.  10 

Agency    Reply:      Concur.      See   page   34. 


SUMMARY   OF    RECOMMENDATIONS   (Continued) 


Page 


7C     Complete  an   inventory  of  plant,    property, 

and   equipment.  10 

Agency   Reply:      Concur.      See  page  34. 

8  Comply   with   the   Department  of  Administra- 
tion,   Purchasing    Division,    Regulations.  11 

Agency   Reply:      Concur.      See   page  35. 

9  Record   gifts   and   donations   in   the  MVH 

financial    records.  12 

Agency   Reply:      Concur.      See  page  35. 

10  Maintain  adequate  farm   records   if  they 

elect  to  continue  the  farm  operation.  13 

Agency   Reply:      Concur.      See   page  35. 

11  Record   accounts   receivable   in   the   home's 
accounting    records   and   accrue   revenue  in 
accordance  with   generally  accepted   account- 
ing   principles.  14 

Agency   Reply:      Concur.      See   page  35. 

12  Correct  the  payroll    internal   control   weak- 
nesses  noted   above.  15 

Agency   Reply:      Concur.      See   page  36. 

13  Develop   procedures  to   record   federal    program 

payroll   expenditures  on   SBAS.  15 

Agency   Reply:      Concur.      See   page  36. 

14  Use  the  miscellaneous  fund  only  for   its 

intended   purpose.  16 

Agency   Reply:      Concur.      See   page  36. 

15  Properly   record   the  collection  of  the   home's 

VA   reimbursements.  17 

Agency   Reply:      Concur.      See   page  37. 


INTRODUCTION 

We  completed  a  financial/compliance  audit  of  the  Montana 
Veterans'  Home  (MVH),  which  is  under  the  general  supervision  of 
the  Department  of  Institutions.  The  objectives  of  the  audit  were 
to:  (1)  determine  if  the  MVH's  financial  statements  present  fairly 
its  financial  position  and  results  of  operations  for  the  fiscal  years 
ending  June  30,  1979  and  June  30,  1980;  (2)  determine  if  the 
department  complied  with  applicable  laws  and  regulations;  and  (3) 
make  recommendations  for  improvement  in  the  management  and 
internal   controls  of  the  department. 

We   thank   the    Department   of    Institutions   and    the   staff   at   the 
MVH   for  their  cooperation  and  assistance  during  our  audit. 
BACKGROUND 

The  MVH  is  located  approximately  two  miles  from  Columbia 
Fails,  Montana.  It  provides  a  home  and  subsistence  for  honorably 
discharged  U.S.  Armed  Forces  veterans,  and  their  spouses,  who 
have  become  unable  to  earn  a  livelihood  by  reason  of  such  service, 
or  because  of  age. 

The  Fourth  Legislative  Assembly  established  the  home  in  1895. 
Legislative  approval  for  construction  of  a  new  domiciliary  in  1967 
and  a  40-bed  nursing  unit  in  1969  increased  the  membership  to 
approximately  140  members.  The  home  has  approval  from  the 
Veterans'  Administration  for  100  members  in  the  domiciliaries  and  is 
licensed  by  the  Department  of  Health  for  40  beds  in  the  nursing 
home. 

The  MVH  employed  49  full-time  equivalent  employees  (FTE) 
during  our  audit  period.  Subsequently,  the  home  increased  the 
FTE  to  67. 
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The   financial    activity    is    presented    in    the   financial   statements 
starting  on   page  22. 
INTERNAL    CONTROL 

As  part  of  our  examination,  we  made  a  study  and  evaluation 
of  the  MVH's  system  of  internal  accounting  control  to  establish  a 
basis  for  reliance  thereon  in  determining  the  nature,  timing,  and 
extent  of  other  auditing  procedures  necessary  for  expressing  an 
opinion  on  the  financial  statements  and  to  assist  in  planning  and 
performing  our  examination  of  the  financial    statements. 

The  objective  of  internal  accounting  control  is  to  provide 
reasonable,  but  not  absolute,  assurance  as  to  the  safeguarding  of 
assets  against  loss  from  unauthorized  use  or  disposition,  and  the 
reliability  of  financial  records  for  preparing  financial  statements 
and  maintaining  accountability  for  assets.  The  concept  of  reason- 
able assurance  recognizes  that  the  cost  of  a  system  of  internal 
control  should  not  exceed  the  benefits  derived  and  also  recognizes 
that  the  evaluation  of  these  factors  necessarily  requires  estimates 
and  judgments   by  management. 

Our  examination  would  not  necessarily  disclose  all  weaknesses 
in  the  system  of  internal  accounting  control  because  it  was  based 
upon  selective  tests  of  accounting  records  and  related  data.  Our 
tests  did  not  disclose  material  weaknesses  in  internal  control. 
Those  internal  control  weaknesses  identified  during  the  audit  that 
warrant  management  attention  are  described  in  various  sections  of 
this   report. 


FUNDING    FOR    FISCAL    YEAR    1980-81 

Loss  of  reimbursement  revenue  from  reduced  membership  and 
increased  personal  services  costs  is  forcing  the  home  to  seek  a 
supplemental  appropriation  from  the  current  legislature  to  fund 
them  through   the  1980-81    fiscal   year. 

This     funding     problem     resulted     from     the     following     events: 


1 .  Reduced   Membership 

The  Department  of  Institutions  instructed  the  home  to 
freeze  admissions  for  three  months.  During  the  period 
of  the  freeze,  the  home  had  membership  vacancies  that 
were  not  filled. 

In  addition,  the  Veterans'  Administration  (VA)  lowered 
the  maximum  domiciliary  membership  from  100  to  75  due 
to  problems   noted   in   their   review. 

These  two  events  reduced  revenue  from  the  members  and 
the  VA  because  the  revenue  is  based  on  patient  days  of 
care. 

2.  FTE    Increase 

MVH  increased  their  full-time  employees  from  49  to  67  to 
increase  services  provided  to  members  of  the  home. 
Although  this  increase  lacked  legislative  approval,  it  was 
approved  by  the  Governor's  Office  of  Budget  and  Pro- 
gram  Planning. 

The  increase  was  the  result  of  a  needs  assessment  con- 
ducted by  Department  of  Institutions'  staff.  They 
reported  the  staffing  at  the  home  to  be  "far  below  levels 
to  provide  minimum  quality  care."  They  found  staff 
deficiencies  in  nursing  care,  housekeeping,  and  food 
service. 


MANAGEMENT   OF   STATE   PROPERTY 

Lack  of  proper  maintenance  of  state  buildings  and  properties 
has  resulted  in  unhealthy  conditions  and  potential  fire  hazards  at 
the  home.  A  tour  of  the  facility  by  our  staff  and  a  review  of  the 
needs     assessment     conducted     by     the     Department     of     Institutions 


pointed     out     problems     that    should     be    corrected.       The    following 
deficiencies  were   noted    in   the   needs  assessment: 


1.  Buildings  for  domiciliary  members  were  in  "deplorable 
condition,"  referring  to  housekeeping  and  structural 
condition.  (At  the  time  of  the  needs  assessment,  overall 
housekeeping  in  the  domiciliary  area  was  the  responsi- 
bility of  the  members.) 

2.  Buildings  were  in  violation  of  fire,  life,  and  safety 
codes. 


As    a    result  of  the   needs   assessment,    the   Department  of   insti- 
tutions closed  one   building   as   unfit  for   habitation. 

We    toured     the    facility    and    noted    the    following    deficiencies: 


1.  Rooms    and   garages  were  filled   with   accumulated  junk  and 
stacks  of  old   newspapers. 

2.  Trash    was    dumped    on    a    hillside  on    state   property    near 
the   Flathead    River. 

3.  Some  buildings  have  deteriorated  to  the  point  that  renova- 
tion and  repair  will  be  expensive.  A  leaking  roof  de- 
stroyed the  ceiling  and  walls  in  the  old  main  building 
now  used  to  store  surplus  property.  The  state-owned 
superintendent's  residence  requires  extensive  repairs  on 
its  interior  wails  and  ceilings  due  to  water  damage  from 
a   leaking    roof. 


RECOMMENDATION   #1 

WE    RECOMMEND   THAT   THE    DEPARTMENT   OF    INSTITUTIONS: 

A.  IMPROVE   SUPERVISION   OF   THE   MVH    THROUGH    PERIODIC 
FACILITY    REVIEWS   AND    NEEDS   ASSESSMENTS. 

B.  DEVELOP     A      ROUTINE     MAINTENANCE     SCHEDULE     FOR 
STATE    INSTITUTIONS'    BUILDINGS. 


RECOMIVIENDATION   tt2 

WE    RECOMMEND   THAT   MVH: 

A.  ELIMINATE  FIRE  HAZARDS  BY  CLEANING  OUT  TRASH 
STORED    IN    VARIOUS    BUILDINGS. 

B.  CLEAN    UP    THE    DUMP   SITE    NEAR    THE    HOME'S    CAMPUS. 

C.  ASSESS  THE  DAMAGE  TO  THE  SUPERINTENDENT'S 
RESIDENCE  AND  CONSULT  WITH  THE  DEPARTMENT  OF 
ADMINISTRATION,  ARCHITECTURE  AND  ENGINEERING 
DIVISION,    AS   TO   PROPER    REMEDIAL   ACTION. 

VA    COMPLIANCE 

The  Veterans'  Administration  (VA)  conducts  an  inspection  of 
the  MVH  annually  to  determine  compliance  with  standards  for 
domiciliary  care  and   nursing   home  care. 

The  VA  inspectors  found  that  the  domiciliary  does  not  meet 
the  provisions  of  the  Life  Safety  Code  dealing  with  fire  safety. 
The  code  requires  a  sprinkler  system  throughout  the  domiciliary 
and  an  approved  automatic  smoke  detection  system  in  all  corridors. 
Non-compliance  with  this  code  forced  the  MVH  to  close  the  second 
floor  of  the  men's  domiciliary,  reducing  its  membership  from  100  to 
75.  This  action  caused  a  25  percent  decrease  in  private  and  VA 
reimbursement  for  domiciliary  care.  The  VA  reported  the  violation 
of  the  Life  Safety  Code  in  its  two  previous  reports  issued  in 
September  1978  and  September  1979.  The  home's  response  to  the 
VA  reports  indicated  they  would  seek  the  appropriation  authority 
to  correct  this  deficiency. 


The  VA  inspectors  also  noted  that  the  cooking  hood  in  the 
kitchen  lacks  the  required  sprinkler  system  to  comply  with  the  Life 
Safety  Code.  This  also  was  reported  as  a  violation  of  the  Life 
Safety  Code  in  the  two  previous  reports  issued  by  the  VA.  The 
home  responded  to  the  VA  saying  they  would  request  the  appropria- 
tion  authority  to  correct  this  deficiency. 

The  last  audit  report  completed  by  a  CPA  firm  under  contract 
with  the  Office  of  the  Legislative  Auditor  stated  that  the  alarm 
systems  were  not  working  and  recommended  that  the  Department  of 
Institutions  develop  standards  to  insure  proper  operation  of  fire 
alarms.  During  our  audit  period  this  recommendation  was  not 
implemented;  however,  MVH  officials  now  indicate  that  the  alarm 
system   is  operational. 

Until  the  state  corrects  these  deficiencies,  the  home  will 
remain  in  violation  of  the  Life  Safety  Code  and  continued  funding 
from  the  VA  may  be  in  jeopardy.  The  VA  has  granted  provisional 
approval  to  the  home  to  allow  time  for  the  home  to  seek  the  funds 
necessary  to  correct  these  problems. 

RECOMMENDATION   #3 

WE     RECOMMEND     THAT     THE     MVH     CORRECT     LIFE     SAFETY 

CODE   DEFICIENCIES. 

ADMISSIONS 

At  the  time  of  our  review  there  was  no  established  admissions 
policy  at  the  MVH.  According  to  the  MVH  staff,  the  former  super- 
intendent    chose     persons     to     be     admitted     without    any    organized 


method  of  selection.  In  other  instances,  the  office  staff  would  try 
to  remember  recent  applicants  and  choose  one  based  on  need. 
These  methods  are  time  consuming  and  may  result  in  lost  revenue 
to  the  home.  In  order  to  maximize  revenues  and  use  of  the  facility 
a  written  admissions  policy  should  be  initiated. 
Dialysis  Treatment 

Although  the  MVH  was  not  equipped  to  properly  handle  dialy- 
sis patients,  a  veteran  requiring  dialysis  was  admitted  to  the 
home.  This  person's  medical  report  described  him  as  a  diabetic 
with  catastrophic  complications.  The  report  states  that  the  person 
suffered  ventricular  fibrillation  during  dialysis  a  month  prior  to 
admission.  MVH  personnel  also  stated  that  MVH  was  not  equipped 
for  dialysis  because  the  home  did  not  have  the  required  plumbing 
or  trained  personnel.  At  the  direction  of  the  former  superinten- 
dent, an  LPN  and  a  nurse's  aide  were  trained  three  days  per  week 
for  approximately  three  months  to  give  the  dialysis  treatments. 
According  to  the  nursing  supervisor,  nurses  aides  and  LPNs  are 
not  licensed  to  do  intraveneous  work  required  for  dialysis  as  it 
violates  the  Nurse  Practices  Act.  This  placed  the  state  of  Montana 
in  a  position  of  potential  liability.  The  MVH  nursing  supervisor 
stated  that  dialysis  patients  require  the  nursing  care  of  a  general 
hospital   and   should   not  be  admitted   to  the  MVH. 

RECOMMENDATION   #4 
WE    RECOMMEND   THAT    THE    MVH: 

A.        PREPARE     A     WRITTEN     ADMISSIONS     POLICY    OUTLINING 
PROCEDURES      TO      BE      FOLLOWED     TO     MINIMIZE     TIME 


DELAYS     IN     ADMISSIONS     AND     POSSIBLE     DISCRIMINA- 
TION   AGAINST    POTENTIAL   MEMBERS. 
B.        ONLY     ADMIT     PATIENTS     FOR     WHOM     ADEQUATE     CARE 
CAN    REASONABLY    BE    PROVIDED. 

MEMBERS'    ACCOUNTS 

During  our  review  we  found  that  internal  control  over  mem- 
bers' cash  accounts  maintained  by  MVH  was  inadequate.  The 
following   internal   control   weaknesses  were  noted: 

A.  No  separation  of  duties  exists   between   receiving,    disburs- 
ing,   accounting,    and    reconciling    moneys    in    all    members' 
accounts. 

B.  Members   never  sign  for  deposits  or  withdrawals. 

C.  Members  are  unaware  of  their  account  balances. 

D.  Physical     control     over     members'     cash     envelopes     is     not 
restricted. 

E.  Uncashed      members'      checks     are      kept     in     an     unlocked 
drawer. 

We  noted  many  uncashed  checks  over  a  month  old  in  the 
drawer,  including  eight  checks  for  one  member  totaling  $570.  The 
MVH  staff  person  in  charge  of  members'  accounts  was  unaware  of 
three  of  these  checks  totaling   $195. 

Adequate  internal  controls  should  be  established  to  reduce  the 
possibility  of  misuse  of  members'   funds. 


RECOMMENDATION    #5 

WE    RECOMMEND   THAT    MVH: 

A.  SEPARATE  THE  RECONCILIATION  OF  MEMBERS'  AC- 
COUNTS FROM  THE  PERSON  RESPONSIBLE  FOR  CON- 
TROL  OVER    THESE    ACCOUNTS. 

B.  REQUIRE  ALL  MEMBERS  TO  SIGN  FOR  ALL  DEPOSITS 
AND   WITHDRAWALS    FROM   THEIR    ACCOUNTS. 

C.  PERIODICALLY  CONFIRM  BALANCES  IN  MEMBERS' 
ACCOUNTS   WITH   MEMBERS   OR    GUARDIANS. 

D.  PROPERLY  DEPOSIT  MEMBERS'  CHECKS  IMMEDIATELY 
UPON    RECEIPT. 

PERSONAL   AND   SURPLUS   PROPERTY 

The  existing  policy  for  handling  the  disposition  of  personal 
property  left  at  MVH  was  not  enforced.  At  the  date  of  admission 
members  are  to  designate  persons  to  receive  possession  of  their 
personal  property  if  left  at  the  home.  We  noted  rooms  filled  with 
the  personal  belongings  of  former  members.  Also,  old  cars  belong- 
ing to  former  members  remain  on  the  MVH  grounds.  The  amount 
of  personal  property  accumulated  and  the  method  of  storage  consti- 
tute a  fire  hazard   which   should   be  cleaned  out   immediately. 

Surplus  state  property  fills  many  rooms  at  the  home.  This 
property  includes  crutches,  wheelchairs,  standard  chairs,  antique 
rocking  chairs,  fire  extinguishers,  new  mattresses,  an  antique  gun 
collection,  washers  and  dryers.  The  Department  of  Administration 
has  the  authority  to  dispose  of  surplus  property.  The  MVH  should 
turn    surplus    property    over    to  the  department  for   proper  disposal. 


RECOMMENDATION   #6 

WE    RECOMMEND   THAT   THE   MVH: 

A.  TURN  ALL  UNCLAIMED  PERSONAL  PROPERTY  BELONG- 
ING TO  PAST  MEMBERS  OVER  TO  THE  PROPER  PUBLIC 
OFFICIAL    FOR    DISPOSITION. 

B.  ENFORCE  THE  POLICY  REQUIRING  MEMBERS  AT  DATE 
OF  ADMISSION  TO  DESIGNATE  DISPOSITION  OF  PER- 
SONAL   PROPERTY. 

C.  TURN  ALL  SURPLUS  STATE  PROPERTY  OVER  TO  THE 
DEPARTMENT   OF   ADMINISTRATION. 

PLANT,    PROPERTY,    AND    EQUIPMENT 

The  MVH  does  not  have  an  adequate  property  management 
system.  The  last  inventory  of  plant,  property,  and  equipment  was 
in  March  1976.  We  determined  that  historical  cost  documentation  is 
not  available,  inventory  records  are  inadequate,  and  no  items  are 
tagged  for  inventory  indentification .  Therefore,  we  could  not 
audit  MVH  plant,  property,  and  equipment  and  a  Statement  of 
General  Fixed  Assets  required  by  generally  accepted  accounting 
principles  could   not  be  prepared. 

RECOMMENDATION   #7 

WE    RECOMMEND   THAT   THE   MVH: 

A.  IMPLEMENT  AN  ADEQUATE  PROPERTY  MANAGEMENT 
SYSTEM. 

B.  TAG    ITEMS   TO    FACILITATE    INVENTORY. 

C.  COMPLETE  AN  INVENTORY  OF  PLANT,  PROPERTY, 
AND    EQUIPMENT. 
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PURCHASING    PRACTICES 

During  our  audit  period  the  MVH  purchased  all  their  meat 
from  a  local  store  in  Kalispell  without  going  through  required 
purchasing  procedures.  Department  of  Administration  (D  of  A) 
purchasing  procedures  require  all  purchases  totaling  more  than 
$300  to  adhere  to  the  bid  process  if  the  item  cannot  be  purchased 
through  companies  holding  term  contracts  with  the  state.  Each 
MVH  order  was  over  $300  and  total  purchases  for  fiscal  year 
1978-79  and   1979-80  were  $19,922  and   $22,212,    respectively. 

We  noted  other  purchases  in  which  the  home  did  not  follow 
proper  purchasing  procedures.  The  home  purchases  poultry 
products  without  following  the  purchase  order  system.  In  one 
case,  the  home  purchased  chickens  for  $844  without  a  purchase 
order.  In  another  instance,  the  home  purchased  a  floor  polisher 
with  supplies  for  $1,186  without  following  proper  purchasing  proce- 
dures. 

RECOMMENDATION   #8 

WE    RECOMMEND   THAT   THE   MVH    COMPLY   WITH    THE    DEPART- 
MENT  OF   ADMINISTRATION,    PURCHASING   DIVISION,    REGULA- 
TIONS. 

MONTANA    VETERANS'    HOME   MEMORIAL    FOUNDATION 

In  1973  the  Montana  Veterans'  Home  Memorial  Foundation  was 
established  as  a  non-profit  corporation.  A  five-member  board  of 
directors  governs  the  foundation.  One  member  of  the  board  ex- 
plained    that    the    foundation     was    to    provide    a    method    to    receive 
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donations  or  gifts  given  to  the  home  for  the  betterment  of  its 
members. 

All  donations  to  the  foundation  are  initially  sent  to  MVH 
where  a  MVH  employee  prepares  the  deposit  for  the  foundation. 
The  donations  are  deposited  in  a  local  bank  account.  Control  of 
expenditures   is   with   the  foundation's   board  of  directors. 

We  noted  that  gifts  and  donations  received  from  the  founda- 
tion are  not  recorded  on  the  home's  financial  records.  Therefore, 
the  total  operations  of  the  home  are  not  reflected  in  the  financial 
statements.  Through  December  31,  1979,  records  indicate  the 
foundation  had  purchased  and  donated  items  totalling  $3,492  to 
MVH.  These  items  include  a  wheelchair  ramp,  chairs,  refrigerator, 
cart,  hydraulic  lift,  fence,  paving,  landscaping  and  plants.  This 
activity   should   be   recorded    in   the  home's  financial    records. 

RECOMMENDATION   #9 

WE    RECOMMEND   THAT   MVH    RECORD   GIFTS   AND   DONATIONS 

IN    THE   MVH    FINANCIAL    RECORDS. 

'  FARM   OPERATION 

Farm  operation    records,    indicating   the   number  of  acres   planted 
or  harvested,    were   not  maintained   by  the  home.      Therefore,    it  was 
not    possible    for    us     to    determine    the    reasonableness    of    revenue 
collected   from  farm  operations. 

The  MVH  farm  operation  was  established  to  grow  produce  with 
primary  emphasis  placed  on  potatoes  and  garden  produce.  A  MVH 
employee    stated    that    in    the    last   two   fiscal    years    the    farm    planted 
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approximately  36  acres  of  barley,  5  acres  of  potatoes,  and  2  acres 
of  garden  produce.  He  stated  that  the  barley  was  sold  and  the 
potatoes  and  garden  produce  were  consumed  at  the  home.  This 
could   not  be  substantiated   by  the  home's   records. 

MVH  staff  stated  that  the  farm  operation  has  not  met  its 
initial  goals  and  objectives  and  present  plans  are  to  eliminate  the 
farm  operation  and  lease  the  land.  Should  MVH  elect  to  continue 
the  farm  operation,  they  should  maintain  adequate  farm  operation 
records. 

RECOMMENDATION   #10 

WE  RECOMMEND  THAT  MVH  MAINTAIN  ADEQUATE  FARM 
RECORDS  IF  THEY  ELECT  TO  CONTINUE  THE  FARM  OPERA- 
TION. 

ACCOUNTS    RECEIVABLE 

The  Department  of  Institutions  records  revenue  from  the 
Veterans'  Administration  (VA)  for  the  MVH  when  cash  is  received 
rather  than  when  it  is  earned.  Therefore,  revenue  due  from  the 
members  and  the  VA  is  not  accrued  at  year-end  as  required  for 
proper  financial  reporting.  Also,  corresponding  accounts  receiv- 
able are  not  recorded  in  the  financial  statements.  The  amount 
receivable  from  the  members  and  the  VA  was  $119,859  on  June  30, 
1978,     $117,310    on    June  30,    1979,    and    $115,196   on    June  30,    1980. 

Failure  to  record  these  amounts  properly  at  year-end  causes  a 
misstatement  of  revenue  and  accounts  receivable  in  the  Federal  and 
Private    Revenue    Fund.       The    effect    of    this    accounting    error    is    a 
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$2,549  overstatement  of  revenues  and  a  $2,549  overstatement  of 
fund  balance  for  fiscal  year  1978-79  and  a  $2,114  overstatement  of 
revenue  and  a  $4,663  overstatement  of  fund  balance  for  fiscal  year 
1979-80.  This  is  not  a  material  misstatement  of  revenue,  but  the 
accounts  receivable  misstatements  materially  affect  the  balance 
sheet  at  June  30,  1980,  and  the  Statement  of  Revenues,  Expendi- 
tures, and  Changes  in  Fund  Balance  as  of  June  30,  1979,  and 
June  30,    1980. 

RECOMMENDATION   #11 

WE  RECOMMEND  THAT  THE  DEPARTMENT  OF  INSTITUTIONS 
RECORD  ACCOUNTS  RECEIVABLE  IN  THE  HOME'S  ACCOUNT- 
ING RECORDS  AND  ACCRUE  REVENUE  IN  ACCORDANCE 
WITH      GENERALLY      ACCEPTED      ACCOUNTING      PRINCIPLES. 

PAYROLL    INTERNAL   CONTROL 

During     our     review    we    noted     the    following     internal     control 
weaknesses  concerning   payroll: 


1.  Time  cards  were  not  being  properly  approved.  Forty- 
three  percent  of  the  employees  tested  did  not  have  an 
approved  time  card   for  the  pay   period  tested. 

2.  Office  employees  did  not  use  time  cards  and  their  time 
worked  was  not  properly  approved.  MVH  policy  requires 
employees    to    use    time    cards    documenting    time    worked. 

3.  The  former  superintendent  allowed  non-exempt  employees 
to  accumulate  compensatory  time.  He  also  allowed  non- 
exempt  employees  to  elect  to  receive  double  time  and  a 
half  or  receive  time  and  a  half  and  a  day  of  compensa- 
tory time.  MOM  section  3-0210  states  that  non-exempt 
employees  may  not  elect  to  accept  compensatory  time  in 
lieu  of  overtime  payments  at  premium   rates. 
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4.  No  one  employee,  separate  from  the  payroll  function,  is 
responsible  for  the  distribution  of  paychecks.  Also, 
there    are    inadequate    controls    over    unclaimed    warrants. 


RECOMIVIENDATION   #12 

WE     RECOMMEND     THAT     THE     MVH     CORRECT    THE    PAYROLL 

INTERNAL    CONTROL   WEAKNESSES    NOTED   ABOVE. 

UNRECORDED   PAYROLL   COSTS 

The  home  failed  to  record  approximately  $17,000  in  payroll 
expenditures  on  SBAS  during  each  fiscal  year  in  our  audit  period. 
These  expenditures  are  for  employees  paid  through  the  Youth 
Employment  Program.  The  Northwest  Montana  Human  Resource 
Council    in    Kalispell   administers  this  federal   program. 

The  home  maintains  and  approves  the  Youth  Employment 
employees'  time  cards.  After  approval  the  home  sends  the  time 
cards  to  the  council  where  payroll  checks  are  prepared  and  sent 
directly  to  the  employees.  The  home  must  record  these  payroll 
costs  on  the  state's  accounting  records  to  properly  reflect  the  total 
cost  of  operating   the  home. 

RECOMMENDATION  #13 

WE  RECOMMEND  THAT  THE  MVH  DEVELOP  PROCEDURES  TO 

RECORD  FEDERAL  PROGRAM  PAYROLL  EXPENDITURES  ON 

SBAS. 

MISCELLANEOUS    FUND 

The   Department  of  Administration   granted   the  MVH   the  author- 
ity to  maintain   a   non-treasury   cash   fund   in   the  form  of  a   Custodian 
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(agent)  Fund  Account.  This  is  money  that  would  otherwise  be 
deposited  in  the  agency  fund.  This  fund  is  referred  to  as  a 
miscellaneous  fund  by  the  MVH  and  was  set  up  to  handle  transac- 
tions for  soft  drink  sales,  donations  for  flowers,  and  other  minor 
transactions. 

A  review  of  expenditures  disclosed  that  the  home  used  the 
fund  for  other  purposes.  The  fund  was  used  to  make  small  loans 
to  employees  and  payroll  advances  and  travel  advances  to  the 
former  superintendent.  One  person  maintains  this  fund,  including 
the  check  writing  and  bank  reconciliation  functions.  This  person 
was  also  allowed  to  borrow  from  the  fund.  We  reviewed  deposits 
to  ensure  that  all  borrowed  money  was  collected  and  found  no 
material   exceptions. 

MVH  is  not  using  this  fund  for  its  intended  purpose.  The 
money  is,  in  effect,  agency  fund  money  and  should  not  be  used 
for  employee  loans,    payroll   advances,   or  travel   advances. 

RECOMMENDATION   #14 

WE    RECOMMEND    THAT    MVH    USE   THE   MISCELLANEOUS    FUND 

ONLY    FOR    ITS    INTENDED   PURPOSE. 

VA    REIMBURSEMENT 

The  MVH  prepares  Veterans'  Administration  (VA)  quarterly 
reports  which  outline  the  VA  reimbursement  requested.  These 
reports  are  sent  to  the  VA  and  the  reimbursement  is  received  by 
the   Department  of   Institutions   (D  of   I). 
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D  of  I  deposits  the  reimbursement  for  the  home  without  compar- 
ing the  amount  received  from  the  VA  to  the  reimbursement  requested 
in  the  quarterly  report.  This  may  cause  the  reimbursement  to  be 
incorrectly  allocated  between  the  domiciliary  care  and  nursing  home 
care  revenue  estimates.  D  of  I  should  compare  the  quarterly 
reports  to  the  amounts  received  from  the  VA  and  properly  deposit 
these  funds. 

RECOMMENDATION   #15 

WE    RECOMMEND    THAT    THE    DEPARTMENT    OF    INSTITUTIONS 

PROPERLY     RECORD    THE    COLLECTION    OF    THE    HOME'S    VA 

REIMBURSEMENTS. 
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AUDITOR'S  REPORT  AND  FINANCIAL  STATEMENTS 


JAMES  H.GILLETT.C. PA. 

ACTING  LEGISLATIVE  AUDITOH 


STATE  OF  MONTANA 

Office  of  the  Legislative  Auditor 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/449-3122 


JOHN  W.  NORTHEY 

STAFF  LEGAL  COUNSEL 


The    Legislative   Audit   Committee 
of  the  Montana  State   Legislature: 

We  have  examined  the  Combined  Balance  Sheet  of  the  various 
funds  of  the  Montana  Veterans'  Home  as  of  June  30,  1980,  and  the 
Combined  Statement  of  Revenues,  Expenditures,  and  Changes  in 
Fund  Balance  -  Budget  and  Actual  of  such  funds  for  the  fiscal 
years  ended  June  30,  1979,  and  June  30,  1980.  Our  examination 
was  made  in  accordance  with  generally  accepted  auditing  standards 
and,  accordingly,  included  such  tests  of  the  accounting  records 
and  such  other  auditing  procedures  as  we  considered  necessary  in 
the  circumstances. 

The    home    does    not    maintain    adequate    records    of    its    general 
fixed    assets    and,    accordingly,    a  Statement  of  General    Fixed   Assets 
required   by   generally   accepted   accounting   principles   is   not  included 
in   the  financial    statements. 

The  home  did  not  record  accounts  receivable  in  the  financial 
statements.  The  unrecorded  accounts  receivable  totalled  $119,859 
on  June  30,  1978,  $117,310  on  June  30,  1979,  and  $115,196  on 
June  30,  1980.  As  a  result,  accounts  receivable  and  fund  balance 
are  overstated  by  $2,114  and  $4,663,  respectively,  on  the  Balance 
Sheet  for  the  Federal  and  Private  Revenue  Fund  at  June  30,  1980, 
and    the    fund    balances    for    the    fiscal     years    ending    June   30,    1979 
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and  June  30,  1980,  are  overstated  by  $2,549  and  $4,663,  respec- 
tively, on  the  Statement  of  Revenues,  Expenditures,  and  Changes 
in  Fund  Balance  -  Budget  and  Actual  for  the  Federal  and  Private 
Revenue   Fund. 

The  records  of  the  Revolving  Fund  were  incomplete  as  to 
revenue  available.  Because  we  were  unable  to  determine  the 
reasonableness  of  revenue  recorded,  we  are  unable  to  express  an 
opinion  on  the  Statement  of  Revenues,  Expenditures,  and  Changes 
in  Fund  Balance  of  the  Revolving  Fund  for  the  fiscal  years  ended 
June  30,    1979,    and   June  30,    1980. 

In  our  opinion,  because  of  the  effect  of  the  unrecorded 
accounts  receivable  discussed  in  paragraph  3,  the  financial  state- 
ments listed  below  do  not  present  fairly  the  financial  position  of 
such  funds  of  the  Montana  Veterans'  Home  at  June  30,  1980,  and 
the  results  of  its  operations  and  changes  in  fund  balances  for 
fiscal  years  1978-79  and  1979-80,  in  conformity  with  generally 
accepted   accounting   principles. 

Statement  Name  Fund 

Balance   Sheet  Federal   and  Private 

Revenue   Fund 

Statement   of  Revenues,    Expenditures,  Federal   and  Private 

and   Changes    in  Fund  Balance   -   Budget  Revenue  Fund 

and  Actual 

In  our  opinion,  the  financial  statements  listed  below  present 
fairly  the  financial  position  of  such  funds  of  the  Montana  Veterans' 
Home  at  June  30,    1980,    and   the   results  of  its  operations   and 
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changes  in  fund  balances  for  fiscal  years  1978-79  and  1979-80,  in 
conformity  with  generally  accepted  accounting  principles  applied  on 
a  consistent  basis. 


Statement  Name 


Balance   Sheet 


Statement   of  Revenues,   Expenditures 
and   Changes    in  Fund   Balance   -   Budget 
and  Actual 


Fund 

General  Fund 
Revolving  Fund 

General  Fund 


The  items  titled  "Totals  (Memorandum  Only)"  on  the  Combined 
Statements  of  Revenue,  Expenditures,  and  Changes  in  Fund  Balance 
are  not  necessary  for  a  fair  presentation  of  the  financial  statements 
but  are  presented  as  supplemental  information.  This  information 
has  been  subjected  to  the  tests  and  other  auditing  procedures 
applied  in  the  examination  of  the  financial  statements  and,  in  our 
opinion,  except  for  the  effects  of  the  matters  discussed  in  para- 
graphs three  and  four,  is  fairly  stated  in  all  material  respects  in 
relation  to  the  financial   statements  taken   as  a  whole. 

Respectfully  submitted. 


James   H.    Gillett,    CPA 
Acting   Legislative  Auditor 


October  14,    1980 
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MONTANA  VETERANS'  HOME 

COMBINED  BALANCE  SHEET 

ALL  FUNDS 

JUNE  30,  1980 


GOVERNMENTAL  FUNDS 


Special  Revenue  Funds 


Federal  &  Private 
General  Fund      Revenue  Fund     Revolving  Fund 


ASSETS 

Cash 

Assets  Available  to  Pay 

Accrued  Expenditures 
Total  Assets 


$    500 


50,449 
50,949 


$3,727 


3,727 


$3,119 


3,119 


LIABILITIES  AND  FUND 
BALANCE/RETAINED  EARNINGS 

Accrued  Expenditures 

Due  Consolidated  Entity 
Total  Liabilities 

Fund  Balance 

Total  Liabilities 
Reserve  and  Fund  Balance 


50,449 

395 

500 

50,949 

395 

-0- 

3,332 

$50,949 


$3,727 


-0- 
3,119 

$3.119 


The  accompanying  notes  are  an  integral  part  of  this  statement. 
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MONTANA  VETERANS'  HOME 

COMBINED  STATEMENT  OF  REVENUES,  EXPENDITURES,  AND 

CHANGES  IN  FUND  BALANCE  -  BUDGET  AND  ACTUAL 

ALL  FUNDS 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1980 


General  Fund 


Budget 


Actual 


Variance 

Favorable 

(Unfavorable) 


REVENUES: 
Reimbursements 
Sale  of  Documents,  Merchandise 

and  Property 
Rentals,  Leases,  and  Royalties 
Income  Collections  and  Transfers 
Federal  Assistance 
Total  Revenues 

EXPENDITURES : 
Veterans'  Home 
Administration 
Care  and  Custody 
Farm  Operations 

Total  Expenditures 

EXCESS  OF  CURRENT  REVENUES  OVER 
(UNDER)  CURRENT  EXPENDITURES 

OTHER  FINANCIAL  SOURCES  (USES) 
Prior  Year  Adjustments 
Support  from  the  General  Fund 


350 


468 


1,089 
1,272 

350 

2,829 

'  62,952 

11,259 

162,750 

14,729 
211,993 

236,961 

226,722 

(236,611) 

(223,893) 

(1,056) 
237,667 

(1,056) 
224,949 

118 


1,089 
1,272 

2,479 


62,952 

(3,470) 

(49,243) 

10,239 


12,718 


-0- 
(12,718) 


EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  AND  OTHER  SOURCES 
(USES) 


-0- 


-0- 


FUND  BALANCES/RETAINED  EARNINGS 
JULY  1,  1979 


-0- 


-0- 


-0- 


FUND  BALANCES/RETAINED  EARNINGS 
JUNE  30,  1980 


$   -0-       $ ^ 


$  -0- 


The  accompanying  notes  are  an  integral  part  of  this  statement. 
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SPECIAL  REVENUE  FUND 


Federal  and  Private  Revenue  Fund 
Variance 
Favorable 
Budget      Actual     (Unfavorable) 


$355,404    $345,025     $(10,379) 


500 


3,245 


2,745 


3,402       3,402 


144 


Revolving  Fund 


Variance 
Favorable 
Budget      Actual     (Unfavorable) 


$5,000      $2,006 


334,411 

311,143 
659,413 

76,542 
599,035 

(23,268) 
(30,902) 

4,472 

1,047 

(5,519) 

690,315 

4,472 

77,589 

593,516 

5,000 

5,000 
5,000 

-0- 

2,006 
1,133 

675,577 

675,577 
(16,164) 

-0- 

1,133 

14,738 

(30,902) 

873 

144 


$(2,994) 


(2,994) 


3,867 
3.867 


873 


-0- 


Totals  (Memorandum  Only) 


Variance 

Favorable 

Budget 

Actual 

(Unfavorable) 

$355,754 

$345,493 

$(10,261) 

5,000 

2,006 

(2,994) 

500 

4,334 

3,834 

1,272 

1,272 

334,411 

311,143 

(23,268) 

695,665 

664,248 

(31,417) 

67,424 

67,424 

88,848 

91,271 

(2,423) 

756,266 

811,028 

(54,762) 

5,000 

1,133 

3,867 

917,538 

903,432 

14,106 

(221,873) 

(239,184) 

(17,311) 

2,490 

2,490 

-0- 

237,667 

224,949 

(12,718) 

18,140     (12,762)      (30,902) 


144       1,017 


873 


18,284      (11,745)     (30,029) 


16,094      16,094 


■0- 


2,102       2,102 


-0- 


18,196       18,196 


■0- 


$  34,234    $   3.332     $(30.902) 


$2,246      $3.119        $   873 


$  36,480     $  6.451     $(30.029) 
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MONTANA  VETERANS'  HOME 

COMBINED  STATEMENT  OF  REVENUES,  EXPENDITURES,  AND 

CHANGES  IN  FUND  BALANCE  -  BUDGET  AND  ACTUAL 

ALL  FUNDS 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1979 


General  Fund 


REVENUES: 
Reimbursements 
Sale  of  Documents,  Merchandise 

and  Property 
Rentals,  Leases,  and  Royalties 
Federal  Assistance 
Total  Revenues 

EXPENDITURES : 
Veterans '  Home 
Administration 
Care  and  Custody 
Farm  Operations 

Total  Expenditures 

EXCESS  OF  CURRENT  REVENUES  OVER 
(UNDER)  CURRENT  EXPENDITURES 

OTHER  FINANCIAL  SOURCES  (USES) 
Prior  Year  Adjustments 
Support  from  the  General  Fund 
Prior  Year  Interfund  Transfers 

EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  AND  OTHER  SOURCES 

(USES) 

FUND  BALANCES/RETAINED  EARNINGS 
JULY  1,  1978 

FUND  BALANCES/RETAINED  EARNINGS 
JUNE  30,  1979 


Budget 
$    350 


-0- 


Actual 


98 


1,340 


350 

1,438 

21,188 

2,113 

6,770 

148,115 

155,017 

171,416 

161,787 

(171,066) 

(160,349) 

2,623 

2,623 

168,443 

157,726 

-0- 


-0- 


$  -0-     $  -0- 


Variance 

Favorable 

(Unfavorable) 


$    (252) 
1,340 


1,088 


21,188 

(4,657) 

(6,902) 

9,629 


10,717 


-0- 

(10,717) 


-0- 


-0- 


$  -0- 


The  accompanying  notes  are  an  integral  part  of  this  statement. 
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SPECIAL  REVENUE  FUND 


Federal  and  Private  Revenue  Fund 
Variance 
Favorable 


Budget 


Actual    (Unfavorable) 


$315,098    $316,212 


$  1,114 


500 
350,710 
666,308 

2,476 
340,933 
659,621 

1,976 
(9,777) 
(6,687) 

16,117 

80,805 

570,058 

-0- 
77,663 

574,796 

16,117 

3,142 

(4,738) 

666,980 

652,459 

14,521 

(672) 

7,162 

7,834 

(623) 

(623) 

-0- 

853 

853 

-0- 

Revolving 

Fund 

Total! 

3  (Memorand) 

iiD  Only) 

Variance 

Variance 

Favorable 

Favorable 

Budget 

Actual 

(Unfavorable) 

Budget 

Actual 

(Unfavorable) 

$315,448 

$316,310 

$    862 

$10,065 

$3,437 

$(6,628) 

10,065 

3,437 

(6,628) 

500 

3,816 

3,316 

350,710 
676,723 

340,933 
664,496 

(9,777) 

10,065 

3,437 

(6,628) 

(12,227) 

37,305 

37,305 

82,918 

84,433 

(1,515) 

718,173 

729,813 

(11,640) 

10,065 

2,840 

7,225 

10,065 

2,840 

7,225 

10,065 


-0- 


(442)       7,392 


2.840 


597 


7,225 


597 


848,461 


7,834 


■0- 


597 


597 


2,000 

168,443 

853 


(442) 


817.086 


(171,738)    (152,590) 


2,000 

157,726 

853 


7,989 


31,375 


19,148 


-0- 

(10,717) 

-0- 


8,431 


^702       8,702 


1,505       1,505 


-0- 


10,207       10,207 


$  8,260    $  16,094      $  7,834 


$  1,505      $2,102 


$   597 


$  9,765     $  18,196      $  8,431 
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MONTANA   VETERANS'    HOME 

Notes  to  the  Financial  Statements 

Fiscal   Years   Ended   June  30,    1979  and   June  30,    1980 

1.       SUMMARY    OF    SIGNIFICANT    ACCOUNTING    POLICIES 
Basis  of  Accounting 

The    preceding     financial     statements    were    prepared    from    the 
Statewide   Budgeting   and   Accounting   System. 

The  state  of  Montana  utilizes  the  modified  accrual  basis  of 
accounting.  Under  the  modified  accrual  basis  of  accounting, 
expenditures  are  recorded  on  the  basis  of  incurred  costs  or  legal 
liability  and  revenues  are  recorded  when  received  in  cash  unless 
susceptible  to  accrual.  Revenues  are  susceptible  to  accrual  if  they 
are  measurable  and  available  to  finance  expenditures  of  the  fiscal 
period  or  are  not  received  at  the  normal  time  of  receipt. 
Fund   Types 

The     state    of    Montana's    accounts    are    organized     by    a    fund 
structure     as     outlined     in     section     17-2-102,     MCA.        For    financial 
presentation,    these    funds    have    been    reclassified    according   to   the 
National   Council   on   Governmental   Accounting,    Governmental   Account- 
ing  and    Financial    Reporting   Principles  Statement  1. 

A.  General    Fund 

The  General  Fund  accounts  for  moneys,  except  those 
moneys  to  be  accounted  for  in  another  fund.  General 
Fund  moneys  deposited  in  the  state  treasury  are  avail- 
able to  defray   the  costs  of  state  government. 

B.  Special    Revenue   Funds 

These  are  used  to  account  for  the  proceeds  of  specific 
revenue  sources  that  are  legally  restricted  to  expendi- 
tures    for     specified     purposes.        Special     revenue    funds 
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include    the    Federal    and    Private    Revenue    Fund    and    the 
Revolving    Fund. 

1 )  Federal   and   Private   Revenue   Fund 

Accounts    for     receipts    and    expenditures    of    federal 
and   private   reimbursements. 

2)  Revolving    Fund 

Accounts  for  receipts  and  expenditures  of  moneys 
received  from  the  farm  operation.  This  farm  opera- 
tion provides  garden  produce  for  those  people 
living  at  the  home.  The  farm  operation  was  formerly 
classified  as  an  enterprise  fund  when  the  farm 
operation  costs  were  financed  primarily  through 
sales  of  crops.  The  farm  operation  has  been  re- 
duced significantly  and  is  no  longer  supported  by 
user  charges  but  mainly  provides  produce  for  the 
home.  Therefore,  it  no  longer  is  accounted  for  as 
an  enterprise  fund  and  is  now  recorded  as  a  Special 
Revenue   Fund. 

Inventories 

There  is  no  recorded  asset  for  supplies  inventory.  Supplies 
are  expensed  at  the  time  of  purchase. 

General    Fixed  Assets 

The  financial  statements  do  not  reflect  the  cost  of  general 
fixed  assets.  General  fixed  assets  are  recorded  as  expenditures  in 
the  various  funds  at  the  time  of  purchase.  There  are  no  account- 
ing controls  for  the  general  fixed  assets  group  of  accounts. 
Therefore  a  Statement  of  General  Fixed  Assets  required  by  gen- 
erally accepted   accounting   principles   is   not  included   in   this   report. 

Vacation   and   Sick   Leave 

Liabilities  incurred  because  of  employees'  unused  vacation  and 
sick  pay  are  not  recorded.  The  related  expenditures  are  recorded 
when  paid.  Permanent  employees  are  allowed  to  accumulate  and 
carry    over    a    maximum    of    two    times    their    annual    accumulation    of 
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vacation  into  90  days  of  a  new  calendar  year.  Upon  termination 
qualifying  employees  having  unused  accumulated  vacation  and  sick 
leave  receive  100  percent  payment  for  vacation  and  25  percent 
payment  for  sick  leave.  The  liability  amount  associated  with 
unused  accumulated  vacation  and  sick  leave  at  June  30,  1979  and 
June  30,  1980,  is  maintained  on  an  hourly  basis  rather  than  by 
dollar  amount.  The  monetary  liability  is  not  calculated  until  an 
employee  terminates. 

2.  EMPLOYEES'  RETIREMENT  SYSTEM 

The  home's  employees  are  covered  by  the  Public  Employees' 
Retirement  System  (PERS).  Under  the  plan,  the  home  contributes 
6.2  percent  of  an  employee's  gross  wages  and  the  employee  contri- 
butes 6  percent  of  his  gross  wages  to  PERS.  During  fiscal  year 
1978-79  the  home  contributed  $30,061.  The  home  contributed 
$35,077  during  fiscal  year  1979-80.  At  June  30,  1980,  the  Public 
Employees'  Retirement  System  was  actuarially  sound  according  to  a 
report  by  the  System's  actuary.  The  unfunded  past  service  costs 
and  the  actuarially  computed  value  of  vested  benefits  were  not 
readily    available    for    members    of    the   plan    employed    by   the   home. 

3.  MEAL   COSTS 

Employees  of  the  home  receive  a  free  meal  during  each  shift 
worked  in  accordance  with  Department  of  Institutions  policy.  The 
cost  of  these  meals   is   included   in  operating   expenses. 

4.  SUPPLEMENTAL    INFORMATION 

The   items  titled   "Totals   (Memorandum  Only)"   are  not  necessary 
for  a  fair  presentation  of  the  financial   statements   but  are  presented 
as   supplemental    information  and   do  not  present  consolidated  financial 
information. 
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5.      BUDGET    INFORMATION 

The  department  utilizes  a  fixed  annual  basis  of  budgeting. 
Under  the  fixed  annual  method,  appropriations  of  specific  dollar 
amount  are  set  for  each  fiscal  year  of  a  biennium  by  the  legislature. 
Appropriations  control  the  department's  financial  operations  during 
each  fiscal  year.  At  the  end  of  each  year,  the  department's 
General  Fund,  Federal  and  Private  Revenue  Fund,  and  Revolving 
Fund  appropriation  authority  revert  to  the  fund  of  original  appro- 
priation. The  reverted  appropriation  authority  may  be  used  in  the 
subsequent  year  for   payment  of  valid   prior  year  obligations. 

Budget     amendments      represent     the     authorization     to     spend 
funds   not  available  for  consideration   by  the   legislature  but  available 
from     sources    other    than     the    General     Fund,     Earmarked     Revenue 
Fund,    or  federal    revenue  sharing   moneys. 
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AGENCY  REPLY 


DEPARTMENT  OF  INSTITUTIONS 


Ted  Scliwinclen 

XPWWWtJiXWiXK.  GOVLRNOR 


STATE  OF  MONTANA' 


(406)449-3930 


1539  ELEVENTH  AVENUE 


HELENA.  MONTANA  59601 


May  7,  1981 


RECEIVED 


MONTANA  LEGISLATIVE  AUDITOR 


Legislative  Audit  Committee 

of  the  Montana  State  Legislature 
Office  of  the  Legislative  Auditor 
State  Capitol 
Helena,  MT  59620 

Gentlemen: 


Wo  have  reviewed  the  audit  report  prepared  by  the  Office  of  the  Legislative  Auditor 
on  the  Montana  Veterans'  Home. 

The  report  provides  a  very  welcome  service  and  is  sincerely  appreciated. 

Our  response  to  recommendations  is  attached. 

Sincerely, 


CVS:jw 
Attachment 


Carroll  V.  South 
Director 
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■AN  IQUAL  OPPORTUNITY  EMPLOYER" 


MONTANA  VETERANS'  HOME 
Audit  Response 


RECOMMENDATION  //I 

WE  RECOMMEND  THAT  THE  DEPARTMENT  OF  INSTITUTIONS: 

A.  IMPROVE  SUPERVISION  OF  THE  MVH  THROUGH  PERIODIC  INSPECTIONS 
AND  NEEDS  ASSESSMENTS. 

RESPONSE:   We  concur  with  this  recommendation.   The  Department 
of  Institutions  currently  provides  periodic  inspections  through 
staff  visits  to  the  Montana  Veterans  Home.   As  evidenced  by 
the  report  provided  to  the  Legislative  Auditor's  Office,  such 
reviews  include  evaluation  of  the  clinical  and  fiscal  operation 
of  the  program  as  well  as  inspection  of  the  physical  facilities. 
In  addition,  formal  annual  inspections  are  conducted  by  the 
Department  of  Health  for  compliance  with  nursing  home  regulations 
and  by  the  Veterans  Administration  to  insure  that  the  Montana 
Veterans  Home  is  in  compliance  with  program  and  facility 
standards  for  reimbursement. 

B.  DEVELOP  A  ROUTINE  MAINTENANCE  SCHEDULE  FOR  STATE  INSTITUTIONS' 
BUILDINGS . 

RESPONSE:   We  concur  with  this  recommendation.   As  the  recommendation 
relates  to  the  Montana  Veterans'  Home,  a  maintenance  schedule 
for  the  buildings  on  the  facility  will  be  developed  and  will 
be  implemented  by  July  1,  1981. 


RECOMMENDATION  #2 

WE  RECOMMEND  THAT  MONTANA  VETERANS'  HOME: 

A.  ELIMINATE  FIRE  HAZARDS  BY  CLEANING  OUT  TRASH  STORED  IN  VARIOUS 
BUILDINGS. 

RESPONSE:   We  concur  with  this  recommendation.   Any  trash  or 
materials  in  the  buildings  that  would  create  a  fire  hazard 
have  been  removed  since  the  audit  was  conducted. 

B.  CLEAN  UP  THE  DUMP  SITE  NEAR  THE  HOME'S  CAMPUS. 

RESPONSE:   We  concur  with  this  recommendation.   The  dump  site 
will  be  cleaned  up  by  May  29,  1981. 
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ASSESS  THE  DAMAGE  TO  THE  SUPERINTENDENT'S  RESIDENCE  AND  CONSULT 
WITH  THE  DEPARTMENT  OF  ADMINISTRATION,  ARCHITECTURE  AND  ENGINEERING 
DIVISION,  AS  TO  PROPER  REMEDIAL  ACTION. 

RESPONSE:   We  concur  with  this  recommendation.   The  Department 
of  Administration,  Architecture  and  Engineering  Division,  was 
contacted  during  May  1981  to  assess  the  water  damage  in  the 
Superintendent's  residence. 


RECOMMENDATION  //3 

WE  RECOMMEND  THAT  THE  MONTANA  VETERANS'  HOME  CORRECT  LIFE  SAFETY  CODE 
DEFICIENCIES. 

RESPONSE:   We  concur  with  this  recommendation.   Funds  have  been 
appropriated  by  the  last  Legislative  session  to  correct  life  safety 
deficiencies  noted  in  previous  audits  by  the  Veterans  Administration, 
the  Department  of  Health  and  the  Legislative  Auditor.   The  following 
will  be  done: 

A.  A  sprinkler  system  will  be  installed  in  the  new  domiciliary, 
putting  that  building  in  full  compliance  with  VA  and  current 
life  safety  standards. 

B.  A  fire  suppression  unit  will  be  installed  over  the  cooking 
stove  in  the  kitchen  putting  the  kitchen  in  compliance  with 
current  life  safety  codes. 

C.  The  smoke  detector  system  in  the  mens'  dorm  has  been  repaired 
and  is  in  good  working  order  and  presently  complies  with  life 
safety  standards. 


RECOMMENDATION  //A 

WE  RECOMMEND  THAT  THE  MONTANA  VETERANS'  HOME: 

A.    PREPARE  A  WRITTEN  ADMISSIONS  POLICY  OUTLINING  PROCEDURES  TO 

BE  FOLLOWED  TO  MINIMIZE  TIME  DELAYS  IN  ADMISSION  AND  POSSIBLE 
DISCRIMINATION  AGAINST  POTENTIAL  MEMBERS. 

RESPONSE:   We  concur  with  this  recommendation.   An  admissions 
policy  was  prepared  and  implemented  in  September  of  1980  which 
established  procedures  that  will  be  followed  for  proper 
admission  of  new  members. 
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ONLY  ADMIT  PATIENTS  FOR  WHOM  ADEQUATE  CARE  CAN  REASONABLY  BE 
PROVIDED. 

RESPONSE:   We  concur  with  this  recommendation.   This  recommen- 
dation has  been  implemented  as  part  of  the  admissions  policy 
which  states  that  no  member  will  be  admitted  to  either  the 
domiciliary  or  nursing  home  who  requires  a  level  of  care 
beyond  that  which  the  facility  is  able  to  provide. 


RECOMMENDATION  #5 

WE  RECOMMEND  THAT  MONTANA  VETERANS'  HOME: 

A.  SEPARATE  THE  RECONCILIATION  OF  MEMBERS'  ACCOUNTS  FROM  THE 
PERSON  RESPONSIBLE  FOR  CONTROL  OVER  THESE  ACCOUNTS. 

RESPONSE:   We  concur  with  this  recommendation.   The  members  accounts 
will  be  reconciled  by  the  Business  Manager  and  the  members 
accounts  will  be  controlled  by  the  Program  Manager.   This  will 
separate  the  control  and  reconciliation  responsibility. 

B.  REQUIRE  ALL  MEMBERS  TO  SIGN  FOR  ALL  DEPOSITS  AND  WITHDRAWALS 
FROM  THEIR  ACCOUNTS. 

RESPONSE:   We  concur  with  this  recommendation.   All  member 
funds  will  be  deposited  in  a  "members  account"  established  at 
the  local  bank.   Subsidiary  member  ledger  sheets  will  be 
established  for  each  member  and  reconciled  to  the  bank  balance 
plus  cash  on  hand.   Any  deposit  or  withdrawal  from  the  members' 
account  will  be  signed  for  by  the  respective  member. 

C.  PERIODICALLY  CONFIRM  BALANCES  IN  MEMBERS'  ACCOUNTS  WITH  MEMBERS 
OR  GUARDIANS. 

RESPONSE:   We  concur  with  this  recommendation.   Periodically 
the  individual  member  accounts  will  be  balanced  against  the 
individual  ledger,  cash  on  hand  from  the  account  and  the  total 
"members  account".   This  will  be  done  by  the  Business  Manager. 
At  least  quarterly  a  balance  statement  will  be  given  to  the 
member  or  guardian,  or  anytime  upon  request. 

D.  PROPERLY  DEPOSIT  MEMBERS'  CHECKS  IMMEDIATELY  UPON  RECEIPT. 

RESPONSE:   We  concur  with  this  recommendation.   Any  checks 
received  by  the  Montana  Veterans'  Home  for  the  members  will  be 
distributed  to  the  member  on  the  same  day  or  deposited  to  the 
"members  account".   In  either  instance  the  member  will  sign 
for  receipt.  This  procedure  will  be  implemented  by  May  29, 
1981. 
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RECOMMENDATION  #6 

WE  RECOMMEND  THAT  THE  MONTANA  VETERANS'  HOME: 

A.  TURN  ALL  UNCLAIMED  PERSONAL  PROPERTY  BELONGING  TO  PAST  MEMBERS 
OVER  TO  THE  PROPER  PUBLIC  OFFICIAL  FOR  DISPOSITION. 

RESPONSE:   We  concur  with  this  recommendation.   A  uniform 
policy  for  Department  of  Institutions  will  be  developed  which 
will  determine  the  proper  disposition  of  personal  property 
belonging  to  members  of  the  different  facilities.   Once  this 
is  developed  the  personal  property  here  at  the  Veterans'  Home 
will  be  disposed  of  immediately. 

B.  ENFORCE  THE  POLICY  REQUIRING  MEMBERS  AT  DATE  OF  ADMISSION  TO 
DESIGNATE  DISPOSITION  OF  PERSONAL  PROPERTY. 

RESPONSE:   We  concur  with  this  recommendation.   This  policy 
has  been  in  force  since  August  1980. 

C.  TURN  ALL  SURPLUS  STATE  PROPERTY  OVER  TO  THE  DEPARTMENT  OF 
ADMINISTRATION. 

RESPONSE:   We  concur  with  this  recommendation.   Surplus  property 
has  been  inventoried  (5/7/81)  and  will  be  disposed  of  in  accordance 
with  the  Department  of  Administration  requirements  by  June  5,  1981. 


RECOMMENDATION  #7 

WE  RECOMMEND  THAT  THE  MONTANA  VETERANS'  HOME: 

A.  IMPLEMENT  AN  ADEQUATE  PROPERTY  MANAGEMENT  SYSTEM. 

RESPONSE:   We  concur  with  this  recommendation.   The  Department 
is  committed  to  placing  our  Fixed  Asset  Inventory  on  PAMS  as 
quickly  as  possible. 

B.  TAG  ITEMS  TO  FACILITATE  INVENTORY. 

RESPONSE:   We  concur  with  this  recommendation.   All  items  will 
be  tagged  as  required  by  PAMS. 

C.  COMPLETE  AN  INVENTORY  OF  PLANT,  PROPERTY,  AND  EQUIPMENT. 

RESPONSE:   We  concur  with  this  recommendation.   The  plant, 
property  and  equipment  will  be  substantially  completed  during 
FY  82. 


34 


RECOMMENDATION  #8 

WE  RECOMMEND  THAT  THE  MONTANA  VETERANS'  HOME  COMPLY  WITH  THE  DEPARTMENT 
OF  ADMINISTRATION,  PURCHASING  DIVISION,  REGULATIONS. 

RESPONSE:   We  concur  with  this  recommendation.   Since  the  time  of 

the  audit  the  Veterans'  Home  has  been  in  compliance  with  the  Department 

of  Administration,  Purchasing  Division,  regulations  concerning 

purchasing. 


RECOMMENDATION  //9 

WE  RECOMMEND  THAT  MONTANA  VETERANS'  HOME  RECORD  GIFTS  AND  DONATIONS  IN 
THE  MONTANA  VETERANS'  HOME  FINANCIAL  RECORDS. 

RESPONSE:   We  concur  with  this  recommendation.   We  will  seek  the 
assistance  of  the  Department  of  Administration,  Accounting  Division, 
in  establishing  non-budgeted  accountability  for  all  gifts  and 
donations  received  by  the  Veterans  Home.   Assuming  that  we  can 
agree  upon  a  system  whose  benefits  are  not  outweighed  by  the  costs 
of  the  system,  it  will  be  implemented  on  the  FY  82  financial  reports. 


RECOMMENDATION  #10 

WE  RECOMMEND  THAT  MONTANA  VETERANS'  HOME  MAINTAIN  ADEQUATE  RECORDS  OF 
FARM  OPERATIONS. 

RESPONSE:   We  concur  with  this  recommendation.   As  of  May  4,  1981 
the  farm  land  on  the  Veterans'  Home  grounds  will  be  leased  through 
the  Department  of  State  Lands.   Adequate  records  of  that  lease  and 
the  transactions  involved  will  be  kept  by  the  Montana  Veterans' 
Home  and  the  Department  of  Institutions. 


RECOMMENDATION  #11 

WE  RECOMMEND  THAT  THE  DEPARTMENT  OF  INSTITUTIONS  RECORD  ACCOUNTS  RECEIVABLE 
IN  THE  HOME'S  ACCOUNTING  RECORDS  AND  ACCRUE  REVENUE  IN  ACCORDANCE  WITH 
GENERALLY  ACCEPTED  ACCOUNTING  PRINCIPLES. 

RESPONSE:   We  concur  with  this  recommendation.   Beginning  with  the 
current  fiscal  year,  we  will  record  all  outstanding  accounts  receivable 
in  the  Home's  accoiunting  records,  and  will  accrue  all  revenues 
receivable  from  the  Veterans  Administration. 
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RECOMMENDATION  //1 2 

WE  RECOMMEND  THAT  THE  MONTANA  VETERANS'  HOME  CORRECT  THE  PAYROLL  INTERNAL 
CONTROL  WEAKNESSES  NOTED  ABOVE. 

RESPONSE:   We  concur  with  this  recommendation.   The  following  will 
be  done: 

A.  Since  November  1980  the  time  cards  are  being  initialed  by  the 
supervisor  before  time  is  recorded  for  payment. 

B.  Office  employees  have  been  required,  since  September  1980,  to 
record  their  time  on  time  cards. 

C.  Nonexempt  employees  are  no  longer  permitted  to  accrue 
compensatory  time  since  September  1980. 

D.  The  payroll  clerk  will  no  longer  distribute  the  payroll  warrants. 
The  warrants  will  be  distributed  by  the  accounting  technician. 


RECOMMENDATION  #13 

WE  RECOMMEND  THAT  THE  MONTANA  VETERANS  HOME  DEVELOP  PROCEDURES  TO 
RECORD  FEDERAL  PROGRAM  PAYROLL  EXPENDITURES  TO  SBAS , 

RESPONSE:   We  concur  with  this  recommendation.   We  agree  that 
these  costs  should  be  reflected  on  SBAS.   We  will  work  with 
the  Department  of  Administration  to  establish  an  accounting 
method  that  is  not  so  cumbersome  as  to  make  the  program  cost 
inefficient. 


RECOMMENDATION  //1 4 

WE  RECOMMEND  THAT  MONTANA  VETERANS'  HOME  USE  THE  MISCELLANEOUS  FUND  ONLY 
FOR  ITS  INTENDED  PURPOSE. 

RESPONSE:   We  concur  with  this  recommendation.   The  intent  of  the 

miscellaneous  fund  has  been  reviewed  and  the  fund  will  be  used  for 

the  original  intention  that  was  established  for  the  fund.   Since 

October  1980  all  checks  drawn  on  the  fund  require  the  signature  of 

the  Superintendent  and  the  Accounting  Technician.   The  bank  reconciliation 

is  done  by  the  Business  Manager. 
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RECOMMENDATION  #15 

WE  RECOMMEND  THAT  THE  DEPARTMENT  OF  INSTITUTIONS  PROPERLY  RECORD  THE 
COLLECTION  OF  THE  HOME'S  VA  REIMBURSEMENTS. 

RESPONSE:   We  concur  with  this  recommendation.   This  recommendation 
will  be  implemented  by  the  Montana  Veterans'  Home  sending  the 
Department  a  copy  of  the  billing  which  is  sent  to  the  VA  for 
reimbursement .   The  billing  will  be  checked  against  the  payment 
made  by  the  VA  to  insure  that  it  is  accounted  for  properly. 


37 


